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CREDIT CONDITIONS IN THE 
DISTRICT IN 1921 


The year 1920 was characterized by an unprecedented decline 
in commodity prices with but little decline in the volume of Reserve 
Bank loans. The year 1921, on the other hand, was a period of 
rapidly declining Reserve Bank loans with but little decline in 
commodity prices. The comparative movement of prices and 
Reserve Bank loans (or earning assets) is shown in the diagram on 
the preceding page. 

Two factors contributed to the steady decline of Reserve Bank 
loans during 1921. 

The first factor was a reduction in the credit requirements of 
agriculture and business, resulting from lower prices and lessened 
business activity. Loans of commercial banks decreased during the 
year, rapidly at first and later more slowly, and thus funds were made 
available for member banks to pay off their borrowings from the 
Reserve Banks. 

The second factor which accelerated the reduction of Reserve 
Bank loans and made their movement different from that of prices 
or commercial bank loans, was the net importation of $667,000,000 
in gold during 1921. Practically all of this gold found its way into 
the Federal Reserve Banks, principally through the Federal Reserve 
Bank of New York, where it served both to pay off loans and to 
increase reserves. The gold came here from foreign countries to pay 
debts or to purchase goods. Had these foreign countries been able 
to pay these debts or purchase these goods by the shipment here of 
an equivalent amount of goods, as would perhaps have been the 
normal procedure, Reserve Bank loans would have declined much 
less rapidly. Under such conditions member banks could have re- 
duced their loans at the Reserve Banks only by depositing surplus 
currency or by decreasing their reserve deposits. This would 
necessarily have been a slower operation since it would have in- 
volved corresponding reductions in the amount of cash needed by the 
public and proportional reductions in commercial bank deposits. 

The amount of Federal Reserve notes in circulation, reflecting 
more closely changes in the price and wage level and the volume of 
business, declined much more slowly during 1921 than did Federal 
Reserve Bank loans. 
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Interest Rates and Reserves 


The steady fall in interest rates in New York City, together 
with the relation to these rates of the discount rate of the Federal 
Reserve Bank of New York, is discussed in the following pages. 
The movement towards lower interest rates was accelerated as the 
member banks, one after another, extinguished their borrowings at 
the Federal Reserve Bank and had surplus funds to use. These 
funds immediately found their way into the various money markets 
for investment, created competition between lenders and tended to 
force rates down. 
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As the borrowings at the Federal Reserve Bank declined, its 
reserves rose. The foregoing diagrams give the course of the re- 
serve percentage of each of the twelve Federal Reserve Banks and of 
the system as a whole during 1921, disregarding the loans made by 
Federal Reserve Banks to one another. That the Reserve Banks 
were more nearly able to take care of the needs of their districts on 
their own resources is shown in the fact that in the autumn of 
1921 the maximum amount which some of the Reserve Banks had’ 
to borrow from other Reserve Banks was only $71,000,000 against 
a maximum of $267,000,000 borrowed in the autumn of 1920. 


Earnings and Expenses 


With these reduced investments and higher reserves, earnings 
fell correspondingly, and the year ends with the Federal Reserve 
Bank of New York holding earning assets producing an income not 
much in excess of its operating expenses and dividend requirements. 
It seems clear that the immense earnings of the bank during 1919 
and 1920 are now a thing of the past, relegated to the period of 
war financing which alone could have created them. But the 
Federal Reserve Bank is a great service organization, and its work 
for its member banks and the public, and for the Government as 
fiscal agent, in handling checks, notes, drafts and securities, and in 
providing currency, goes on just the same whether or not its mem- 
ber banks are borrowing from it. Though their borrowings decreased 
steadily during 1921, the volume of checks, currency and securities 
handled actually increased. 


Congressional Inquiries 


In July the Commission of Agricultural Inquiry of the Congress 
of the United States called upon a former Comptroller of the Cur- 
rency, the Governor of the Federal Reserve Board, and the Gov- 
ernors of the Federal Reserve Banks of New York and Kansas City 
to appear before it and furnish information concerning the move- 
ments of credit and the operations of the system. The Governor 
of this bank was also asked to furnish information concerning its 
relation to the various money and security markets centering in 
New York City. The Commission made a searching inquiry into 
the relation of the Federal Reserve Banks to war financing, to the 
volume of credit, and to the course of agricultural prices during 
and after the war. The testimony with respect to the Federal 
Reserve system is contained in Section 13 of the Hearing before 
the Joint Commission of Agricultural Inquiry, 67th Congress, first 
session, and the conclusions of the Commission are contained in 
Volume Ii of its report to Congress. 
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On October 14, 1921, the United States Senate by resolution 
called upon the Federal Reserve Board to furnish it information 
concerning the salaries paid by the Federal Reserve Bank of New 
York and other Federal Reserve Banks, and the proposed buildings 
of the Federal Reserve Bank of New York and other Federal 
Reserve Banks. This bank accordingly furnished the Federal 
Reserve Board full information concerning its salaries and salary 
policy, together with the reasons for proceeding with the erection 
of its building and such data as were available regarding its probable 
cost. These were transmitted by the Board to the Senate, together 
with similar data from other Federal Reserve Banks, and were 


printed in a pamphlet known as Senate Document No. 75 of the 
67th Congress, first session. 


Summary 


The result of the year in credit and business, particularly as 
seen from the point of view of this Federal Reserve District, was 
an immense strengthening of the credit reservoir, partly through 
natural liquidation and partly through the huge inflow of gold; a 
demonstration of the ability of the Reserve Bank to take up the 
slack in credit, at least as long as the slack could be used in extin- 
guishing indebtedness to it; steadiness in credit conditions and a 
lowering of interest rates, which not only stimulated the investment 
demand for bonds, but a tendency to stock speculation as well; 
a great increase in the amount and variety of foreign loans placed 
in the United States; a progressive fall in exports to an amount 
more nearly in balance with the volume of imports; lower prices 
for many manufactured products and higher prices for many raw 
materials, tending to correct the 1920 price mal-adjustments; manu- 
facturing and merchandising carried on under difficulties, and in 
many cases at a loss or with greatly decreased earnings; unemploy- 
ment, heavy and widespread, but tending to be less severe towards 
the end of the year,and taken care of without great distress by 
local agencies; considerable, though not general, reductions of 
wages; some reduction in the cost of living; and, generally, a year 
of dull business with operating expenses being heavily cut down, 
unsound elements reduced or eliminated, and many readjustments 
and reorganizations effected by cooperation without the wholesale 
failures and receiverships which in former years would have followed 
such disorganization as the 1920 fall in commodity prices produced. 
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BANK OPERATIONS 
STATEMENT OF CONDITION 


HE comparative statement of condition of the Federal 

Reserve Bank of New York as of December 31, 1921, and 

December 31, 1920, is given in brief form below. A more 
detailed statement with notes explanatory of the various items 
appears in the appendix, pages 48 and 49. 


RESOURCES 


Dec. 31, 1921 Dec. 31, 1920 


Casu RESERVES: 


MARR ce ro Oe aay cen esr Mates eae $1,081,203,974.67 $473,411,574.47 
Legal tender notes, silver, etc.............. 50,335,841.00 144,759,115.20 
SU CSOMe MOEN oo So's 8o Sloe cal Sei Boe 1,131,539,815.67 618,170,689.67 


Loans AND INVESTMENTS: 
Loans to member banks: 














Secured by Government obligations. ..... 156,013,679.05 454,751,722.52 
Secured by discount of commercial paper. . 53,066,308.08 416,686,474.82 
Bills and securities purchased: 
GUCMIOTONS ch. chives a's Siwiild SRaO Re 72,593,292.33 113,740,374.53 
f United States securities................. 103,525,400.00 61,184,305.55 
Total loans and investments (or earning 
f NN aoa ied ae sin eaeaean 385,198,679.46 1,046,362,877.42 
Att OtTHer Resources (mostly uncollected 
GURY aioe Sos oesig ee eer nes elena ae 114,465,872.49 149,636,607.26 
ROUGE POMNIICOE 6565.56 os ba hae newews $1,631,204,367.62 | $1,814,170,174.35 
LIABILITIES ° 
Cunrency IN CincuLATION: 
Federal Reserve notes.................... $663,363,181.00 $867,480,630.00 
Federal Reserve bank notes............... 20,559,200.00 38,833,200.00 
t Total currency in circulation.......... 683,922,381.00 906,313,830.00 
| Deposrrs: 
Reserve deposits of member banks......... 726,097,832.01 702,431,237.92 
i Government deposits..................005 32,616,430.48 11,297,895.88 
j VEE GG COONIUS 6.6 6. 5c. scien cenkeweneees 14,450,428.68 12,133,377.48 
: WO I oo voinis sins nseseevcvs | 773,164,691.17 | 725,862,511.28 
|  Maiscetianeous Liasiuities (mostly checks 
: OME GERGEEGE CPOUIE) 655 oo. bows cicncacvcessas 86,806,318.31 99,206,727.03 
es MORE erates tg as iedtcss hdin sb elargrarmtn cad eee ON 27,113,850.00 26,372,650.00 
ua MTR GPS et PONS Sek fein ins oe arte Sara 60,197,127.14 56,414,456.04 
"ROGGE MADINOOE S07. cess beeen daee cee $1,631,204,367.62 | $1,814,170,174.35 
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INCOME AND DISBURSEMENTS 


A summary of the income and disbursements of the Federal 
Reserve Bank of New York is given in the following table. A 
more detailed statement appears as appendix B on page 50. 





Dec. 31, 1921 Dec. 31, 1920 





EARNINGS: 
From rediscounts and advances to member banks.| $30,762,021.40 | $49,839,182.52 
From acceptances owned.................00055 1,829,665.00 8,323,050.37 
From United States Government securities owned. 1,955,969.96 1,975,648.96 
RTM erect ee, erie ae ne ka 157,282.33 387,439.92 


SESAME ONAN sco (uie isi cis sc kG bbs Meo bY EN $34,704,938.69 | $60,525,321.77 





DEDUCTIONS FROM EARNINGS: 





For current bank operation.................... $7,076,187.58 $6,350,862.58 
Cost of Federal Reserve currency.............. 1,091,591.96 648,392.46 
For self-insurance and other reserves, depreciation, 

WE een a hte a arte a at aoa ea won Whevelicsntel 443,326.95 397,936.09 
Total deductions from earnings............ $8,611,106.49 | $7,397,191.13 
MMII 65.6 inci ie Fan he remain $26,093,832.20 | $53,128,130.64 

DistRipuTion oF Net INcoME: 
NN ey racine piglet nenine Dem $1,608,721.16 $1,477,096.58 
eR ED NI 5.5 56s nla iss ose ae slave ino hse 3,782,671.10 | 12,332,523.41 
Paid United States Government as franchise tax.} 20,702,439.94 39,318,510.65 
NNN oe Soo cis eh Sister eins aura y asl Mink Se $26,093,832.20 | $53,128,130.64 


The reduction in the gross income of the bank from $60,525,000 
in 1920 to $34,705,000 in 1921 is attributable to a reduction during 
1921 of 63 per cent. in the bank’s earning assets, accompanied by 
successive reductions in the discount rates from 7 per cent. to 44% 
per cent. The gross income for the month of January was 
$5,317,400 and that for December was $1,323,000. 

The reduction in the earning assets was not accompanied by a 
corresponding reduction in the volume of the bank’s work. The 
number of employees in the departments of the bank which handle 
the earning assets has never exceeded 150 as compared with a total 
of about 3,000 employees in all departments. While the decline 
in earning assets has reduced the work of these departments, the 
work of others, such as the collection of checks, notes and drafts, 
the custody of securities, and the handling of cash continued to 
expand during 1921. Also, through lack of appropriation, the 
Treasury Department terminated on June 30, 1921, the arrange- 
ment whereby it had formerly reimbursed the Federal Reserve Bank 
for its work in handling Government securities and the expense 
of such operations, many of them very large, was borne thereafter 
by the bank. 
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Disposition of Gross Income 


The amount and disposition of the gross income of the bank for 
each year since 1918 are illustrated in the following diagram. The 
heights of the columns represent the gross income each year and 
the disposition of the income is indicated by the sections into 
which the columns are divided. 










TOTAL 


U.S.TREASURY 


SURPLUS 


DIVIDENDS—> pee 
EXPENSES 


1918 =: 1919 1920 =1921 


Disposition of Gross Earnings of the Federal Reserve Bank of New York, in 
Millions of Dollars 


Current expenses are the first charge against income; a dividend 
to stockholders, legally fixed at 6 per cent., has been paid covering 
the entire period of operation, surplus has been increased in accord- 
ance with the law; and the remaining profits have been paid as 
required by law to the Treasury of the United States in lieu of a 
franchise tax. The amount so paid in 1921 was $20,702,440 
compared with $39,318,511 in 1920. Under the law the amounts 
so paid are available to the Treasury only for the purpose of placing 
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additional gold reserve behind the United States notes, commonly 
called greenbacks, or for retiring the Government’s bonded debt. 


Expenses of Operation 


The expenses of carrying on the work of the bank, 


divided 


according to functions, with the miscellaneous items of overhead 


apportioned among the various functions, were as follows: 


1. MAINTAINING THE ACCOUNTS OF THE BANK. 


This work includes making about 12,500,000 entries a year 
in the accounts maintained with member and other 
banks, and the current determination of reserve balances, 
WHICH OFS POGUE DY IAW. 2... 6. cccvccccesasneesces 


2. SupPLYING CURRENCY AND COIN. 


PAYING OUT, RECEIVING, AND REDEEMING CURRENCY, in- 
volving the count of about 687,000,000 individual notes 
ID ORE isto sped ep eils bre wei s ely SNA Se ew $1,247,912 


PAYING OUT AND RECEIVING COIN. This service was for- 
merly performed largely by the Subtreasury, and is now 
entirely in the hands of the Federal Reserve Bank. 
Receipts and issues amounted to $164,000,000 for the 
a a ere RN oe alee Ck 193,572 


CURRENCY AND COIN SHIPMENTS to and from out-of-town 

banks. There were 175,000 such shipments in and out 

WANEPM ORR EIELO SOE oo i5og ois Ss boos Sa ERR RTE FOE Dee ws 209,826 
Cost OF PRINTING NEW FEDERAL RESERVE CURRENCY to 

replace worn notes in circulation and to build up supplies 

unissued and on hand, including cost of transportation.. 1,091,592 
Tax ON FEDERAL RESERVE BANK NOTE CIRCULATION, 

mostly of notes in the $1 and $2 denomination. (Federal 

Reserve note circulation is not taxed)................. 136,310 


SuppLyInG CURRENCY AND COIN......... 


3. Maxine Loans. 
MAKING DISCOUNTS AND ADVANCES TO MEMBER BANKS. 
The number of items handled during the year was 
149,151, aggregating $30,767,000,000................. $428,720 
PURCHASING ACCEPTANCES AND TREASURY CERTIFICATES 
for the account of this bank and other Federal Reserve 
Banks. The items purchased during the year aggregated 
OE IO ooie aoc Sia kV So eleres 6 864. b EEN TEN Ce 6 velo er 87,682 


I I a gh a 


4. CoLttectinc Cuecxs, Drarrs, Notes anp Covu- 
PONS. 


COLLECTION OF CASH ITEMS, mostly checks. The average 
number of checks handled was 346,100 a day, or 
104,519,000 for the year, aggregating $36,100,000,000... $1,768,685 
COLLECTION OF NON-CASH ITEMS, including drafts, notes 
and coupons, aggregating for the year $1,580,000,000.. . 621,024 


CoLLecTinc CHECKS, ETC................ 


$260,111 


$2,879,212 


$516,102 


$2,389,709 
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5. SUPPLEMENTARY SERVICES. 


Custopy OF sEcuRITIES. This service involves holding in 
safekeeping on the average about $800,000,000 of securi- 
ties for the United States Government, $300,000,000 for 
the War Finance Corporation and $100,000,000 from 
CE OMEN 5. OMe win br a We WEE Wis ROR OO $121,309 


PURCHASE AND SALE OF BANKERS ACCEPTANCES and other 

securities for member banks and foreign banks amounting 

to $415,256,000 for the year, and receiving and delivering 

securities for the account of member banks, amounting 

for the year to about $400,125,000. In addition the bank 

has acted for the Treasury Department in the purchase 

and sale of Government securities..................-. 137,207 
TELEGRAPHIC TRANSFER OF FUNDS. This service is per- 

formed over the telegraph wires of the Federal Reserve 

system, and is used by the Treasury Department and 

member banks. It involves making an average of 969 

transfers of funds to ali parts of the country each day, 

amounting to about $60,133,000 and aggregating for the 

VOUT Bie NOG PIR OO isciicicen civced red ntueae cueae ESF 94,034 


SUPPLEMENTARY SERVICES................ $352,550 


6. SERVICES IN CONNECTION WITH GOVERNMENT 
Loans. 


This work included during 1921 the receipt or delivery of 
10,520,094 individual Liberty bonds and Victory notes, 
amounting to $2,879,500,000, which were exchanged or 
converted or handled in connection with registration; 
and the payment of 26,125,000 individual coupons on 
Government bonds, notes and certificates. It also 
involved the sale and issue of $1,480,000,000 of Treasury 
notes and _ certificates, and the redemption of 
$1,461,000,000 of Treasury certificates. Prior to July 1 
the cost of such operations, less miscellaneous items of 
overhead, was reimbursed to the bank by the Treasury 
Department. The cost to the bank from July 1 to 
RIQGCENOE SU WOR iA cds. cities dak Sogn ad eae eues $572,748 

(In addition to these operations for the Treasury, 
the bank performed other work for the Government 
connected with the currency, the collection of checks, 

i the custody, purchase and sale of securities, the 

_ transfer of funds, etc., which have been referred 
t to under their respective headings.) 








f 
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7. GENERAL OR SUPERVISORY EXPENSES, not appor- 
tioned among the functions specified above. 


EXECUTIVE SALARIES (chairman, governor, four deputy 

governors and secretary of the bank, and manager and 

cashier of the Buffalo Branch)..................e000- $206,385 
' Work OF THE FEDERAL RESERVE AGENT, including note 
issues, examination of member banks, visits to member 
banks, statistical and information services, such as the 
preparation of weekly bank statements and the publica- 


~Y 





; tom of the Monthly Neview..:......¢...2<.000+.sceedees 425,933 

i MAINTAINING THE GENERAL AUDIT...........--0000005 329,828 

E Dinecrors’ FEES AND TRAVELING EXPENSES IN ATTENDING 

t BOARD AND COMMITTEE MEETINGS.............+++00++ 32,101 

[ THIS BANK’S SHARE OF THE EXPENSES OF THE FEDERAL 

2 REO O TIORNIR oe 0.002 5 oy ans wns SES Sk baa OR 202,801 

SS es 

i GENERAL OR SUPERVISORY EXPENSES... .. $1,197,048 
MS cordless Oi pce wal Ses Ree $8,167,780 
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LOANS AND INVESTMENTS o Ay 


During 1921 the loans and investments of the Federal Reserve 
Bank of New York declined steadily, and in the late autumn 
reached a level lower than at any time in four years. The total 
on December 31, 1921, was $385,200,000 as compared with $1,046,- 
000,000 on December 31, 1920. 


The following diagram shows their course for the seven full 
years of its operation, and indicates that the loans of the New York 
Reserve Bank which rose in response to demands of the war and 
of subsequent conditions to $1,166,000,000, declined by the autumn 
of 1921 to approximately the level of four years ago. The figures 
plotted on the diagram are for the last reporting day of each month. 
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Discounts and Advances 


By the end of 1921 most of the largest borrowers of the previous 
year were entirely out of debt to this bank and others had ex- 
tinguished all but a small portion of their indebtedness. Loans to 


ive 








FEDERAL RESERVE BANK OF NEW YORK 17 


banks outside the city, particularly those with continuing agricul- 
tural demands, were necessarily slower to decline, and the number 
of member banks borrowing from the Reserve Bank remained 
fairly constant during most of 1921. 


The following table compares certain of the more important 
figures relating to rediscounts and advances for each of the past 
three years. 








| 
1921 1920 1919 
Applications received... .. 21,461 27,757 28,599 
Amount discounted or ad- 
vanced upon........... $30,768,989,922.52| $50,539,428,847.71| $42,449,491,133.87 


Number of pieces of paper 
discounted or advanced 
NI sos. s wicca one eae Xs 149,868 180,462 127,721 
Largest piece of paper dis- 
counted or advanced 
Mes oS rata Ware eh aah tin $78,100,000.00 $85,000,000.00 $120,000,000.00 | 


counted or advanced 

WN 56 hd Oe MA $16.72 $14.72 $2.81 
Average size of notes dis- 

counted or advanced 

ah Bet ocr aoa $205,307.26 $280,055.79 $332,361.09 











Beginning July 1, 1921, Liberty bonds and Victory notes were 
accepted as security for advances and rediscounts at their market 
value instead of, as previously, at their par value. United States 
certificates of indebtedness, however, continued to be accepted as 
security at par. 


Discount Rates 


The 7 per cent. discount rate on commercial paper which was 
made effective at this bank June 1, 1920, was maintained until 
May 5, 1921. During that period also the rate on loans secured 
by Liberty bonds and Victory notes remained at 6 per cent. The 
preferential rate of 514 per cent. on paper secured by United States 
Treasury certificates of indebtedness, was withdrawn, however, 
on February 5, 1921, in view of the excellent public demand for 
those securities which made preferential treatment at the Reserve 
Bayk no longer necessary. 


The reduction of the discount rate on commercial paper to 64% 
per cent. on May 5, 1921, followed a gradual improvement during 
the spring in general credit conditions. A second reduction of the 
discount rate on commercial paper to 6 per cent. was made on 
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June 16. By this action, the rate on loans however secured, whether 
by commercial paper, Liberty bonds, Victory notes or certificates 
of indebtedness, was made uniform, and in subsequent rate changes 
this uniformity has been maintained, as follows: 





July 21 | 5% per cent. 
September 22 | 5 __ per cent. 
November 3 | 414 per cent. 


The relationship of the discount rates of the bank to the market 
rates on bills, Treasury certificates, Liberty bonds and commercial 
paper is illustrated in the accompanying diagrams. 


RATE 
10 








BANKERS 
ACCEPTANCES 





CERTIFICATES of LIBERTY 
INDEBTEDNESS BONDS 


1921 19a 


Opeu Market Interest Rates at New York Compared with the Discount Rates 
of the Federal Reserve Bank of New York 

Open Market Rates Shown are for Prime 4 to 6 Months Commercial Paper. 
Prime 90-day Bankers Acceptances, Certificates Maturing in 4 to 6 Months, 
and an Average of the Yields of 4 Issues of Liberty Bonds and Victory Notes 
most frequently offered as Security for Advances 
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Purchased Bills 


During the year this bank’s holdings of bankers acceptances 
declined as the supply of free funds increased and sought this 
channel for re-employment. From the high point of $231,300,000, 
reached on February 28, 1920, the decline to $2,018,000, on July 
27, 1921, was strikingly illustrative of changed conditions in the 
money and discount markets. It also reflected a smaller supply 
of bills. 

The decline in the bill holdings of the New York and other 
Federal Reserve Banks is illustrated in the accompanying diagram. 


MILLIONS 
OF DOLLARS 





HELD BY 
NEW YORK BANK 
i915 1916 1917 1918 1919 1920 1921 
Acceptances Purchased in the Open Market Held by All Federal Reserve Banks 


and by the Federal Reserve Bank of New York on the last reported date each 
month 





While there are no exact figures to show the total volume of 
bills in the United States at any one time, close estimates of the 
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volume of bankers acceptances, and prime commercial bills bearing 
banking indorsement which circulate in the open discount market, 
may be made from reports furnished to this bank. The following 
table shows such estimates for the close of each year from 1916 to 
1921, inclusive, compared with the amounts owned by the Federal 


Reserve Banks. 


Owned b female 
wned by Owned b wned by 
Federal All Federsl Estimated All Federal 
Date Reserve Reserve Amount Reserve Banks 
Bank of Banks Outstanding to Estimated 
New York Amount 
Outstanding 
eee $8,715,000 eC OIS O00 | bce cere a 
PED winnie ve so 41,457,000 127,497,000 $250,000,000 51.0 
1917...........| 148,125,000 275,366,000 450,000,000 61.2 
PR 650550) Kens 69,323,000 303,673,000 750,000,000 40.5 
BID. .000c0000%| Soto keeue 585,212,000 1,000,000,000 58.5 
1920...........] 109,902,000 255,702,000 1,000,000,000 25.6 
J es 47,313,000 114,240,000 600,000,000 19.0 


Although the amount of bills outstanding was smaller than 
during 1920, the volume of transactions or turnover of bills in the 
open market was not reduced in proportion for the reason that the 
market was more independent of the Reserve Banks and bills were 
more frequently resold in the market rather than to the Reserve 
Banks. As a result the same bills‘ were passed to and from the 
market several times and were not offered to the Reserve Banks 
until about to mature, if at all. 

During 1921 total purchases of bankers acceptances in the open 
market by this bank aggregated $1,364,000,000, as compared with 
$2,573,000,000 in 1920. These total figures include not only bills 
purchased for the account of this bank, but also considerable 
amounts purchased for the account of other Federal Reserve Banks, 
for member banks and for foreign banks. The distribution of 
purchases is shown in the following table. 


1921 1920 
Pieces Amount Pieces Amount 

For the account of this bank. ..| 46,836 $800,000,000 69,961 | $1,697,000,000 
For account of other Federal | 

Reserve Banks.............. 12,706 194,000,000 36,276 731,000,000 

For.account of member banks. .; 7,561 59,000,000 4,825 42,000,000 

For account of foreign banks. ..| 22,884 311,000,000 4,791 103,000,000 

NE orotic Seetren pate 89,987 | $1,364,000,000 | 115,853 | $2,573,000,000 





TPN 
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The larger purchases for member banks and for foreign banks 
were one of the evidences of the increasing investment demand. 


Under a regulation of the Federal Reserve Board, dated May 6, 
1921, bankers acceptances up to six months’ maturity issued in 
import and export transactions became eligible for open market 
purchase by Federal Reserve Banks. Heretofore the maximum 
maturity eligible for such purchases was three months. The effect 
of this change has been to facilitate trade with countries where the 
longer usance is required. The longer bills were so well taken by 
investors, however, that practically no such bills have been offered . 
to this bank, which, however, has always been ready to purchase 
them if offered. As a result of the broader investment demand for 
bills in connection with the reduced volume in 1921, offerings to 
the Federal Reserve Bank for purchase were mainly of bills having 
so short a maturity as to make them less desirable for investors to 
hold to maturity. The following table gives the approximate 
average maturity of the purchased bills held by this bank at differ- 
ent dates during 1921 and 1920. 








1921 1920 





Date | 
January 1 | 27 Days 42 Days 
April 1\| os “ he 
July 1 H 30.“ 
October 1 wz. 2 
- December 31 Mm ae 


Open market rates for bankers acceptances declined steadily 
during the year as was indicated in the diagram on page 18. A 
factor in this decline, aside from the general downward movement . 
of money rates, was the increase in foreign-owned funds held here 
which sought temporary employment in liquid short-term instru- 
ments, such as bankers acceptances and United States Treasury 
certificates and loans upon them. 





ee 


A factor operating against still lower bill rates was the competi- 
tion of Treasury certificates and short-term notes, the income of 
which is to a certain extent exempt from taxation, whereas all 
discount on bills is taxable. 


Ea ay Ae ee 


oe 


The minimum rates at which indorsed bills were purchased by 
the Federal Reserve Bank of New ‘York for its own account and 
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for account of other Federal Reserve Banks during 1921 are shown : 
in the following table. 





Short Bills 90-Day Bills 


January 1 to June 14 534 
ee Ook oa oss vice o ease ate Roem 5% 
Paty 214 September 25... choca een ee's 
September 26 to October 3 

October 4 to November 2... 2... ccc eee c eens 

November 3 to November 15.................55. 

November 16 to November 27................... 

November 28 to December 7 

December 8 to December 31..................... 








Bills bought for member banks and foreign banks were taken 
at the market rates of the day of purchase. 


Government Obligations Owned 


Other earning assets consisted of the following groups of Govern- [ 
ment obligations. 


1. One year special two per cent. certificates of indebtedness to 
secure Federal Reserve bank note circulation. The amount of such 
certificates held under authority of the Pittman Act was reduced § 
during the year from $59,000,000 to $35,400,000 as the Federal 
Reserve bank notes which they secured were replaced by the return 
to circulation of silver certificates. 


2. Special certificates of indebtedness running for a few days. 
During 1921 the Treasury had less need of temporary advances 
and this bank held special certificates of indebtedness covering | 
such advances on 60 days as compared with 137 days in 1920. | 
The largest advance was that of $183,000,000 on June 15. 


3. Certificates of indebtedness under sales contract. The bank 
continued to purchase certificates of indebtedness from non-member / 
banks and bankers from time to time, under the provision that | 
they repurchase the certificates within fifteen days. With the 
increased strength of the open market for these issues in 1921, the | 
amounts so purchased averaged much less than in previous years. | 


4. Investment holdings of certificates of indebtedness and Victory | 
notes. Small purchases of certificates of indebtedness were made | 
occasionally during the year for investment account. Shortly | 
before the end of the year Victory notes to the amount of $1,065,000 | 
were purchased and on December 31 were turned over to the | 
Government as a portion of the franchise tax. 
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FEDERAL RESERVE CURRENCY 


The note circulation of the Federal Reserve Bank of New York 
» which reached its highest point in the fall of 1920 declined steadily 
| through most of 1921, owing mainly to the lower level of commodity 
prices and the restricted volume of business. As during the rise 
' in the country’s volume of non-metallic currency, so also during the 
| decline, Federal Reserve notes furnished the principal fluctuating 
» element. Federal Reserve bank notes declined also, but the volume 
» at all times has been only a small proportion of the total note 
circulation. 


Federal Reserve Notes 


While the amount of money in circulation other than Federal 
' Reserve notes has remained practically unchanged since early in 


MILLIONS 
OF DOLLARS 


6000 | 
MONEY IN 
CIRCULATION Si’ alll 


| | 


FEDERAL RESERVE NOTES 
ALL BANKS 




















FEDERAL RESERVE NOTES 
NEW YORK BANK 


one 
1915 1916 1917 1918 1919 1920 61921 


Federal Reserve Notes in Circulation Compared with the Total Money 
in Circulation in the United States Outside of the Treasury and the 
Federal Reserve Banks 
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1919, the total money in circulation has been much reduced. As 
will be seen from the foregoing diagram the reduction in the note 
circulation of all Reserve Banks accounts practically in full for the 
reduction in the total volume of money in circulation. 


In 1921 the circulation of the New York Reserve Bank tended 
downward from the first of January until near the close of the 
year when circulation increased slightly because of the holiday 
demand. The decrease during 1921 was about $200,000,000 and the 
percentage of decline, of about 25 per cent., was approximately 
the same as for the system as a whole. 


Federal Reserve Bank Notes 


Federal Reserve bank notes of this bank, which reached a 
maximum circulation in December, 1919, have been gradually 
reduced during the past two years as indicated in the following 
table which shows the figures both for the New York Bank and for 








the system. 
Date New York System 
So | a a ae $54,624,000 $261,039,000 
RUMEN MIO oe :o cieleceicis cine wa piacere tans 38,741,000 216,960,000 
Se EE oo ss te. aie Sales wach eueeean es 21,391,000 84,548,000 
* Bor) 24 4931 $711,63 29971252 





These bank notes were issued under the provisions of the Pittman 
Act of April 23, 1918, for the purpose of supplying currency of small 
denominations, mostly $1 and $2, to replace silver certificates when 
the latter were withdrawn from circulation. The bank notes 
retired have been replaced by silver certificates. 


Supply and Condition of the Currency 


The printing of permanent Liberty bonds to replace temporary 
bonds was practically completed during 1921. The Bureau of 
Engraving and Printing was therefore able to print a larger amount 
of new currency and to increase greatly the supply of unissued aotes. 
This permitted a great improvement during the year in the condi- 
tion of notes in circulation. 


* IIS Aare phe? to 
Treas 
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RESERVES AND RESERVE POSITION 


During the year 1921 there was a continuous flow of gold from 
European countries to the United States to offset the balance 
of trade in favor of this country. Imports of gold during the year 
amounted in the aggregate to about $690,000,000 compared with 
gold exports of less than $25,000,000. A large proportion of this 
gold was received by New York banks and banking houses, and 
naturally flowed into the Federal Reserve Bank of New York, 
causing a rapid and continuous increase in its gold holdings. 
In 1921 the net increase in the reserves of the bank totaled 
$513,000,000. 


As a result of the increase in reserves and the decrease in note 
circulation and deposits, resulting from the reduction of earning 
assets, the reserve percentage of the bank moved steadily upward 
during most of the year. This movement is shown in the following 
diagram, which gives the reserve percentages for the last week in 
each month since 1917. 














1917 1918 §=§=1919 1920 8§=1921 


Reserve Percentage of the Federal Reserve Bank of New York each month 
since 1917 
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The highest reserve percentage for the year, 84.8 on November 
29, was the highest figure touched since September, 1917. 


The foregoing diagram, which is based upon the position of the 
bank as reported, reflects in part the effect of borrowings from other 
Federal Reserve Banks or loans to them. In several months of 1920 
and early in 1921, when the pressure for accommodation in this 
district was strongest, this bank maintained its reserve percentage 
by rediscounting some of its paper with other Federal Reserve Banks 
and by selling to them bankers acceptances from its portfolio. 
At certain other times in 1920 and 1921 this bank rediscounted 
paper for other Reserve Banks, or purchased bills from them, 
thus improving their reserve positions. In 1921 the largest total 
of rediscounts with other Reserve Banks and sales of bills to them 
was $55,000,000 on February 4. In 1920 the corresponding figure 
was $100,000,000 on January 16. There was also a large reduction 
in the amount of paper which both this and other Reserve Banks 
were called upon to rediscount for or purchase from Reserve Banks. 
The largest amount of rediscounts for and purchases of bills from 
other Reserve Banks by the New York Bank was $39,000,000 in 
1921, compared with $93,000,000 in 1920. The highest totals of 
interbank accommodation in the system in 1921 was $101,000,000, 
compared with $267,000,000 in 1920. The transactions of this 
nature made by this bank are shown for each week on 1921 in 
Exhibit D of the appendix. 


On March 18, 1921, a change was made in the method of com- 
puting the reserve percentage by all Reserve Banks. Under the 
present plan of computation, no account is taken of deferred avail- 
ability or uncollected items in figuring the amount of deposits, 
whereas allowance had previously been made for these items. The 
new method makes only a fractional difference in the percentages. 


Reserve Deposits 


The reserve deposits of member banks at the Federal Reserve 
Bank of New York reached their highest point, $806,972,000, on 
November 7, 1919. The decrease since that time has been in 
direct ratio to the decline of customers’ deposits in the member 
banks of this district, and has amounted to about 15 per cent. 
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COLLECTIONS AND CLEARINGS 


The facilities of the Federal Reserve Bank of New York for the 
collection of checks, notes, drafts, coupons and bonds and for the 
transfer of funds were utilized more fully by the banks of the district 
in 1921 than in any previous year. More banks made use of the 
system and more items were handled, although the transactions 
expressed in dollars were somewhat smaller than in 1920. 


Check Collections 


In December, 1921, there were 628 banks in this district using 
the check collection system, compared with 508 in December, 1920. 
The number of checks handled in a single day reached a maximum 
on October 14, 1921, when a total of 342,000 was handled, 15,000 
more than on October 14, 1920, when the previous high figure was 
reached. Despite the increase in the number of items handled in 
1921 the number of employees engaged in the work has not increased. 
Details of the year’s operations are given in the appendix on page 63. 

A number of steps have been taken during the year to’make the 
proceeds of checks collected more quickly available to member 
banks. The privilege of sending checks on banks in other Federal 
Reserve districts direct to the Federal Reserve Banks in those 


districts was extended to 119 additional banks in 1921. A summary 
of such operations is as follows: 


In 1920—150 banks in this district sent checks direct 
to other Federal Reserve Banks in the 
amount of $11,955,000,000 


In 1921—269 banks in this district sent checks direct 
to other Federal Reserve Banks in the 
amount of 9,395,000,000 


In 1920—582 banks in other districts sent checks 
direct to the New York Reserve Bank 
in the amount of 8,663,000,000 


In 1921—590 banks in other districts sent checks 
direct to the New York Reserve Bank 
in the amount of 6,720,000,000 


During 1921 arrangements were made in 11 counties of this 
district whereby the member banks in those counties forward their 
local checks to the banks on which they are drawn, and simul- 
taneously advise the Federal Reserve Bank of the amounts. The 
Federal Reserve Bank, by making appropriate entries on its books, 
then clears the aggregate of the transactions. This arrangement 
effects a saving of at least two days in the time required for col- 
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lecting such local items. The following table shows the counties 
and the number of banks in each group organized in this manner. 


Group Number of 


Delaware, New York 

Monmouth, New Jersey 

Tompkins, Chemung, Tioga, and Broome, New York 
Middlesex, New Jersey 

Westchester, New York 

Otsego, New York 

Herkimer, New York 

Steuben, New York 


SNA WN 





Arrangements were also made during the year whereby the 
members of the Syracuse, N. Y., Clearing House Association settled 
their balances daily by wire on the books of the Federal Reserve 
Bank of New York in the same manner as that inaugurated in 1920 
by the clearing house banks of Elmira, N. Y., and Binghamton, N.Y. 


The Northern New Jersey Clearing House Association, estab- 
lished in 1920, was expanded during the past year to include 22 
member banks, with 5 non-member banks and trust companies as 
associate members. The daily clearings of the association averaged 
about $6,000,000 in 1921 as compared with $4,000,000 in 1920. 


Of the $1,900,000,000 total clearings for 1921 this bank presented 
items aggregating about $1,500,000,000. 


Under the one way clearing arrangements maintained for 
several years the Federal Reserve Bank during 1921 presented 
checks to the amount of $1,415,000,000 against banks in the 
Borough of the Bronx and checks to the amount of $1,583,000,000 
against banks in the Borough of Brooklyn. 


There were a number of changes in the list of banks in the 
United States which remit at full face value for all checks drawn 
upon them and presented for collection by the Federal Reserve 
Banks. Certain banks in the State of North Carolina obtained a 
restraining order against the Federal Reserve Bank of Richmond 
which prevented temporarily the collection of checks on those 
banks through the usual Federal Reserve collection channels. 
Recent statutes passed by the States of Louisiana, Mississippi 
and South Dakota also made it difficult for the Federal Reserve 
Banks to collect at par on banks in those States. At the close of 
the year about 28,044 of the 30,307 banks in the country were 
remitting at par. This number was about 93 per cent. of the total 
number of banks and compared with 28,768 banks remitting at 
par at the close of 1920. 
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Note and Coupon Collections . 


Notes and drafts handled for collection in 1921 numbered 
814,329 as compared with 563,814 in 1920, an increase of 45 per 
cent. Of this number 559,418 were drawn on places outside 
New York City and 254,911 were payable in New York City. 
Collection of matured bonds and coupons totaled $104,843,668 in 
1921 as compared with $60,115,335 in 1920, an increase of 75 
per cent. The collection of these items has, as heretofore, been 
handled for member banks free of charge except for such charges 
as were made by collecting banks, which were passed back to the 
banks depositing such items. 


Gold Settlement Fund 


Daily transactions through the gold settlement fund operated 
at Washington by the Federal Reserve Board averaged about 
$235,000,000 at the close of 1921 as compared with a daily average 
| of $287,000,000 at the end of the previous year. These trans- 
» actions include the balances between Federal Reserve districts 
_ on check collections, transfers of funds for member banks and 
their customers, the United States Treasury and the various accounts 
of the Federal Reserve Banks. The following table shows, for 
this district, the aggregate transactions through the fund in each 
| year from 1915 to 1921. 








2,335,225,000 
17,118,917,000 
32,935,576,000 


DONE ck wkcnnias 48,840,900,000 
BWR S ais. s ch eSers 39,697,533,000 


$556,432,000 | 1919 ; 41,932,723,000 


The volume of settlements made through this fund between the 
Federal Reserve Bank of New York and each of the other Federal 
Reserve Banks during 1921 is shown in the appendix, pages 65 and 66. 


Telegraphic Transfer Service 


This service, which is used by the Treasury and the member 
banks for the benefit of themselves and their customers, was 
maintained unchanged in 1921. The number of transfers averaged 
40 per cent. greater than in 1920 although the dollar amount 
increased only about 4 per cent. The following table shows the 
telegraphic transfers of this bank to and from other Reserve Banks 
| from 1916 to 1921. 


Year Number Amount Year Number Amount 
1916 (nine months)| 2,971 $484,500,000 || 1919.........| 82,321 | 18,245,250,181 
1917.............] 10,302 | 6,768,400,000 |} 1920.........| 147,302 | 17,021,509,734 
1918.............] 39,099 | 19,384,371,849 || 1921 205,706 | 17,770,400,000 
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RELATIONS WITH BANKS 


Visits and Conferences 


During 1921 representatives of this bank continued to visit 
member banks. Conferences with officers and directors of mem- 
ber banks were also held from time to time at the New York 
and Buffalo offices to explain the operations and policies of the 
Federal Reserve Bank. During the year 356 member and 5 non- 
member banks were represented at these conferences. 

The effect of these visits and conferences has been, not only 
to give member banks a better understanding of the operations 
and policies of the Federal Reserve Bank, but also to give the 
officers of the Reserve Bank a better appreciation of the problems 
of the member banks and the conditions surrounding their oper- 
ations, and a closer acquaintance with their officers. 


Monthly Review of Credit and Business Conditions 


This bank continued to issue to member banks and others a 
Monthly Review of Credit and Business Conditions. Articles explana- 
tory of the operations of the Federal Reserve system have appeared 
in each issue of the Review since last April. 


Bank Examinations 


Federal Reserve examiners participated in 44 examinations 
of member banks during the year, as follows: 18 joint examinations 
of National banks, and 26 joint examinations of State banks and 
trust companies. Thirty-one National banks were also examined 
independently by the examiners of this bank, commissioned as 
National bank examiners, in accordance with the request of the 
Comptroller of the Currency. 


Relations With Banking Departments 


Close cooperation has been maintained between the Federal 
Reserve Bank and the State Banking Departments of New York, 
New Jersey, and Connecticut, as well as with the National bank 
examiners having charge of work in this district. 


Fiduciary Powers and Other Authorities 


The number of National banks in the district authorized to 
exercise fiduciary powers was increased during the year by 10. 
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Towards the end of 1921 the Federal Reserve Board sent a 
questionnaire to all National banks granted permission to exercise 
fiduciary powers under the authority of the amendment of Sep- 
tember 26, 1918,.to the Federal Reserve Act, in order to ascertain 
how fully such powers were being used. Of 187 banks in this dis- 
trict sending replies 121 had advertised or otherwise solicited trust 
business; 117 had done some trust business, although in the majority 
of cases the amount of such business was quite limited, and 70 had 
not exercised the powers granted. The capacities in which the 
banks had served most frequently were those of trustee and of 
registrar of stocks and bonds. 


Bank Changes in 1921 


At the close of the year the banks of the Second Federal Reserve 
District (exclusive of savings banks), classified according to their 
charters, whether National or State, and also according to mem- 
bership in the Federal Reserve system, were as follows: 


December 31, 1921 December 31, 1920 


Type of Bank 
Non-, | Per Cent. Non-_ | Per Cent. 
Members Members Members | Members | Members | Members 





The changes during the year have been as follows: 





Total number of banks in the district, January 1, 1921................... 
New National banks established during the year 
New State institutions established during the year 


National banks absorbed by State institutions. Ore adies 
State institutions absorbed by other State lnstivations. . 

State institutions liquidated. . 

National banks absorbed by other National banks 


State institutions converted into National banks 


Total number of banks in the district, December 31, 1921......... 1,134 
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Membership of State Institutions { 


The number of State banks and trust companies in the district 
which are now members of the Federal Reserve system is 133. 
Three State banks were admitted to membership during the year; 
two withdrew from membership; and two were converted into 
National banks. The new members and withdrawals were as follows: 


NEW MEMBERS 

















Month Location | Bank or Trust Company Resources 
Dec. 31, 1921 
February..| Fredonia, N. Y...... Citizens: Trust Go. .... 6. os sooo $1,733,706 
March. ...| Depew, N. Y......... GH OF DORON 5 66656. s ccc cece 640,457 
GUNG, .:5..5. Jersey City, N. J. ..| Glaremont Bank...............5: 5,704,098 
WITHDRAWALS 
Resources 
Month Location Bank or Trust Company Sept. 6, 1921 
March....| Shortsville, N. Y....| State Bank of Shortsville......... $399,084 
May...... Amityville, N. Y....| Bank of Amityville.............. 859,591 








Thirty-three per cent. of the eligible State institutions of the 
district are now members of the Federal Reserve system, and their 
resources amount to about 78 per cent. of the total resources of 
State institutions in-the district eligible for membership. 


CUSTODY OF SECURITIES 


During 1921 this bank continued to serve the Government, 
various governmental agencies, other Federal Reserve Banks, and 
member banks, by purchasing and selling securities for them, largely 
United States Government securities and by holding securities in 
safe keeping. 
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FOREIGN RELATIONS 


The relationships heretofore established with foreign banks of 
issue, to which reference has been made in previous annual reports, 
have continued during the past year without important change. 
Transactions between this bank and the Bank of England and 
the Bank of France have related principally to reparations pay- 
ments handled on behalf of the Reparations Commission. Similar 
transactions with the National Bank of Belgium have resulted in 
more active relations than-heretofore. ~ Further development of 
the relations between this bank and de Nederlandsche Bank 
has also taken place and each institution has formally appointed 
the other its agent and correspondent. Operations under the 
agreements with de Javasche Bank and the Bank of Japan have 
continued during the past year without any material change. 
No actual business has been transacted with the other foreign 
banks of issue with which relations have been established. 


Foreign Exchange Rates 


In accordance with the provisions of the Emergency Tariff 
Aci of May 27, 1921, this bank certifies to the Secretary of the 
Treasury each day, for the purpose of the assessment and collection 
of duties upon merchandise imported into the United States, rates 
of exchange for foreign currencies which represent the New York 
City buying rates at noon for cable transfers. Rates for thirty-six 
principal foreign currencies are certified daily, and in cases where 
rates for other less important currencies are required special certifi- 
cations are made to the Treasury on request. 
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ORGANIZATION OF THE BANK 


The general plan of bank organization adopted in 1919 was 
maintained during 1921, but various departmental and adminis- 
trative changes were made with a view to greater economy and 
effectiveness of operation. 


Board of Directors 


The Board of Directors met regularly each week on Wednesday, 
as usual. The executive committee met daily except Saturdays 
and holidays, and other committees of the board as occasion 
required. 

On December 31, 1921, the terms of three directors, Charles 
Smith of Class A, Leslie R. Palmer of Class B, and George Foster 
Peabody of Class C, expired. In the usual autumn election Mr. 
Smith, president of the Citizens National Bank of Oneonta, New 
York, was reelected; and Frank L. Stevens of North Hoosick, 
New York, president of Stevens & Thompson, Inc., manufacturers 
of paper and paper mill machinery, was elected to sueceed Mr. 
Palmer, who had been a director of the bank since its organization, 
and declined renomination. The banks which voted this year were 
those in Group 8, having capital and surplus below $201,000. The 
Federal Reserve Board appointed Clarence M. Woolley, of New 
York City, president of the American Radiator Company, a Class C 
director for a term of three years, to succeed Mr. Peabody, who 
has been a director of the bank since its establishment and had 
expressed a desire not to be considered for reappointment. The 
Federal Reserve Board redesignated Pierre Jay Chairman of the 
Board and Federal Reserve Agent for 1922. 


Member of Advisory Council 


At a meeting on January 5, 1921, the directors elected Paul M. 
Warburg, of New York City, as the member of the advisory council 
from the Second Federal Reserve District for the year 1921. 


Officers and Staff 


Changes during the year in the official staff of the bank_were 
few. On February 16, George L. Harrison was appointed con- 
troller of collections, pro tem., in addition to his duties as deputy 
governor. On September 15, Ray M. Gidney, formerly manager 
of the Buffalo Branch, was appointed a controller at large, and 
returned to the New York office. 
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The principal change in the organization of the bank was the 
dissolution of the managing committee and the transfer of its 
administrative powers to the four deputy governors, to whom 
the various groups of functions of the bank have been assigned. 
Under the new plan the controllers of functions report and are 
responsible to the deputy governors instead of directly to the 
governor under the general supervision of the managing committee. 
Meetings of the general officers for the discussion of policies have 
been substituted for meetings of the managing committee. The 
function of loans was also divided into three departments: discount, 
loan and credit. A building maintenance department was organ- 
ized; the vault and custody departments were merged; and the 
personnel department was divided into a personnel service depart- 
ment and a personnel development department. A procedure com- 
mittee was appointed, consisting of three of the senior officers of 
the bank to make a detailed study of all the departments of the 
bank with a view to effecting economies and greater efficiency. A 
standardization of salaries throughout the bank was also adopted 
tentatively. 


The number of employees reached its highest point in June, 
1921, at 3,115, but declined by December 31 to 2,907. Due to the 
fine spirit and excellent cooperation of the employees a number of 
readjustments of organization and economies of operation were 
effected and a considerably increased volume of work in several 
departments was handled by abovt the same or even somewhat 
smaller numbers of workers. 


Payments of extra compensation to employees receiving salaries 
of less than $5,000 to meet the high cost of living were made in 
March, June and December, but in decreasing amounts, following 
reductions in the cost of living. 


Courses of training in banking principles and in the operations 
of this bank were given to a number of groups of employees, in- 
cluding a class of recent college graduates who were also assigned 
to the different departments of the bank in turn for practical 
experience. Training classes were also conducted for typists and 
messengers. 


The Federal Reserve Club, embracing practically all of the non- 
official staff of the bank, has continued a number of activities, 
including the encouragement of collegiate training in banking 
for employees through the American Institute of Banking, the 
editing each month of the Federal Reserve Club Magazine, the 
organization of athletic teams, and the management of a thrift 
association. 
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BANK PREMISES 


Annex Building 


The annual report for last year contained a description and 
photograph of the bank’s annex building at the corner of Gold 
street and Maiden Lane, then nearing completion. 


The annex building was partly ready for occupancy on May 1, 
and was completely occupied by the close of the month. It has 
proved itself not only well adapted for the storage of records and 
files, but also temporarily for the housing of many of the depart- 
ments of the bank. At the close of the year 2 officers and 516 
employees of the bank had their offices in the building. 


The cost of the annex property at 89-91 Maiden Lane and 
10 Gold street follows. 


Cost of land and old buildings $681,531 
Cost of new building * 1,454,915 


$2,136,446 
147,863 


$1,988,583 


* Exclusive of cost of furniture and fixtures. 


Bank Building 


In January, 1921, acting upon advice from a number of com- 
petent sources that the next two years were likely to be a favorable 
time for building construction, the directors of the bank determined 
to proceed with the erection of the main bank building. 


Estimated Cost.— The architects and the contractors were 
requested to prepare estimates of the cost of the building based 
upon the plans which had then been matured and upon the best 
information then available as to the cost of materials and con- 
struction. 


On March 22 the following estimate of the cost of the building 
was presented. 


Foundations $1,838,000 
Building, including contractors’ fee 12,170,528 
Vault (not including equipment estimated at $650,000) 1,556,550 
Equipment 1,319,269 
Architects’ and engineers’ fees (approximately $836,000 to architects and 

$270,000 to engineers) 1,106,000 


$17,990,347 





FEDERAL RESERVE BANK OF NEW YORK 37 


On the basis of this estimate the board of directors, with the 
consent of the Federal Reserve Board, decided to proceed with the 
construction of the building, and the demolition of the buildings 
then occupying the site was begun on May 12. 


Necessity for Building —The directors were impelled to this 
decision by ‘reason of the unsafe, unhealthy and uneconomical 
conditions under which the work of the bank was then and is still 
being carried on; conditions which it is believed are not to be 
found in any other bank in this district, due largely to the expan- 
sion of its staff in four years from 173 on January 1, 1917, to 2,771 
on January 1, 1921. In March, 1921, the work of the bank (ex- 
clusive of the Buffalo Branch) was carried on by 37 officers and 
2,802 employees occupying space on 7 floors of the Equitable 
Building and in 3 other buildings, as well as the entire Sub- 
treasury Building. 


The bank holds about $5,000,000,000 in cash and securities, 
stored in 11 vaults, located in 5 separate buildings. Some of these 
vaults do not afford sufficient protection, but no others are available. 
During 1921, on the average, $180,000,000 in cash and $1,940,000,000 
in securities were daily withdrawn and replaced in the various vaults, 
and hundreds of transfers of cash and securities were made each 
month through the streets and corridors of office buildings at great 
risk of loss. 


The health and morale of the staff are in constant danger through 
overcrowding and poor ventilation. The cubic feet of space 
per person is considerably below the proper requirements, and the 
Equitable Building now occupied is designed for office use rather 
than for use in the large areas which the bank requires and which 
necessitate mechanical ventilation. 


Economy of operation is impossible under these scattered and 
crowded conditions. For example: approximately 2,000 working 
days per year are lost in distributing cash and securities from the 
vault to various floors in the Equitable Building; approximately 
350 visits a month to vaults outside the Equitable Building con- 
sumed at this rate nearly 2,400 working days per year; members 
of the auditing department, located several blocks away, make, it 
is estimated, 57 trips per day to the Equitable Building, equivalent 
to 814 working days per year.é The public and the member banks 
are greatly inconvenienced by having to call at the various ficors 
of the Equitable Building, the Subtreasury, and the other buildings. 


The responsibilities of the directors and officers of the bank 
for the conduct of these huge operations in currency, in checks, 
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notes and drafts, and in Government and other securities, impelled 
them, in spite of the large outlay required, to proceed with the 
erection of a banking house suited to the particular needs of the 
Federal Reserve Bank, in which its staff might work under healthful 
and economical conditions and its immense holdings of cash and 
securities be adequately safeguarded; and in so doing to provide not 
merely enough space for present requirements, but enough to meet 
reasonable future expansion. In normal times bank resources in the 
United States increase about 6 per cent. perannum. The resources 
and transactions of the member and other banks are reflected directly 
in the work of the Federal Reserve Bank. There is every reason 
to expect that when the present movement of credit finds its equi- 
librium, the same ratio of banking growth will take place and will 
increase proportionally the work of this bank. The building now 
under construction, therefore, provides, as it must, for proper 
expansion, and is designed to house a staff of about 5,000. The 
number of officers and employees of the bank on January 1, 1921, 
excluding the Buffalo Branch, was 2,771. Until needed by the 
bank the space provided for expansion will be available for renting, 
as in other private banking buildings of a commercial type. © 


BUILDING ORGANIZATION 


Building Committee—A building committee of five directors, 
with the governor as chairman and with a deputy governor as its 
executive, controls all policies, plans and proposals, and the letting 
of contracts. 


Architects—In September, 1918, Mr. Alexander B. Trowbridge 
became consulting architect of the bank. After studying the organi- 
zation and operations of the bank he prepared a plan of competition 
under which, in 1919, Messrs. York and Sawyer of New York 
were chosen architects jof the new building. The terms of the 
competition provided that the architects should receive the 
usual fee of 6 per cent. of the completed cost of the building, as 
established by the American Institute of Architects. For that 
portion of the building built from the plans and specifications 
of special engineers, it was agreed to increase the architects’ fee 
to 71% per cent. out of which they were to pay the engineering fees. 
Following the adoption of the estimates of March, 1921, Messrs. 
York and Sawyer consented to a modification of their contract 
so that their fees will be as follows: The basic fee of 6 per cent. 
to apply only to the first $12,500,000 of the total cost. For the 
next $2,500,000, the basic fee to be 514 per cent., and for the balance 
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of the estimated cost to be 5 per cent. The additional 114 per 
cent. will be added to each of these basic fees in connection with 
the engineering sections of the work. The architects will receive 
no compensation for any excess cost over the estimated cost of — 
March, 1921. On this basis the architects would receive a fee of 
approximately $1,106,000 of which about $270,000 would go to 
the vault, heating and ventilating, foundation and other engineers. 
Inasmuch as substantial savings have already been made in the 
letting of contracts, it may be assumed that these sums are con- 
siderably in excess of the amounts to be eventually paid to archi- 
tects and engineers. The fees to be paid the architects represent 
the time and work which the partners of the firm will devote to the 
problems of the building during a period of about five years as well 
as the services of their large staff in designing and superintending 
the work. 


General Contractor—Mare Eidlitz and Son,- Inc., of New York, 
were chosen by the directors because of their high standing and 
qualifications for work of this nature. They are to receive a fee 
of 5 per cent. on the first $6,000,000 spent, 4 per cent. on the next 
$3,000,000 and 3 per cent. on any expenditure above $9,000,000. 
In no case is their fee to exceed $500,000. They put their large 
staff at the disposal of the bank, assume the management and 
superintendence of the job, and undertake to secure the widest 
competition in sub-contracts and in the purchase of materials, 
supplies and tools. 


Foundation Contractor—Owing to the magnitude and difficulty 
of the foundation work it was determined not to ask for competitive 
bids, but to request The Foundation Company of New York, 
to undertake the work for cost plus a fixed fee of $140,000, (based 
on the estimated cost of $1,838,000) , which would include both their 
overhead expenses and their profit. 


Engineers.—The engineers are as follows: Foundations—Moran, 
Maurice and Proctor. Heating and Ventilating—Henry C. Meyer, Jr. 
Vault—Frederick S. Holmes. Equipment—Abell, Smalley and 
Myers. 


NATURE OF BUILDING 


The building is designed to meet the particular needs of the 
Federal Reserve Bank. ‘There will be 15 stories above Liberty 
street and’5 stories below the Liberty street level. Except for the 
vaults, it is a commercial type of building and is, therefore, a 
valuable asset of the bank. 
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The exterior of the building, sketches of the design of which 
were reproduced in the 1919 and 1920 annual reports, is very simple. 
The material throughout is a mixture of Indiana limestone and 
Ohio sandstone. The limestone is not of the uniform shade gener- 
ally used, but consists of that part of the output of the quarries for 
which, because of color markings, although sound and durable, 
there is no market. The architects visited the quarries and, finding 
that this limestone, varying in its shades and texture, could not 
only be purchased cheaply, but was particularly adapted to give 
interest to a large expanse of wall devoid of ornament, recommended 
that it be used in combination with sandstone which would give 
still further variety to the stonework. 


The interior finish of the building will also be very simple. 
Except for the vault floors, the main floor, and the upper floors con- 
taining the directors’ and officers’ rooms, the cafeterias for men and 
women, and the medical department, the working space will be in 
large, open areas with few partitions. Ornamental treatment has 
everywhere been reduced to a minimum, and it is planned to use 
marble only where necessary for sanitation or economy of mainte- 
nance. Provision is made throughout for the use of mechanical 
ventilation, and installations will be made from the outset on such 
floors as require it. Every arrangement has been made for the 
safe and economical conduct of the particular business which this 
bank now carries on, and the flexibility of both the floor plans and 
the mechanical services of the building will facilitate readjustment 
to future changes or expansion in its business. 


The vault is a three story structure with its lowest floor 80 feet 
below the curb at Liberty and Nassau streets. The entire vault is 
below tidewater level. Its three levels will not only accommodate 
the vast volume of cash and securities which the bank is now carry- 
ing in 11 scattered vaults, but will permit the department handling 
securities to conduct all its operations inside the vault. During 
1920-21 the Federal Reserve Board conducted a series of tests of 
different types of vault construction by attacking them with ex- 
plosives and other modern implements, at the conclusion of which 
this and other Federal Reserve Banks were enabled to add greatly 
to the strength of their vaults, and at the same time greatly to 
reduce their cost. It is believed that the vault of the Federal 
Reserve Bank of New York will be not only by far the strongest, 
but by far the cheapest for its size ever built. 


Progress of Work.—At the close of December, 1921, the buildings 
formerly on the site had been completely demolished, the cofferdam 
surrounding the lot had been 90 per cent. completed, and the exca- 
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vation in the western portion of the site had been practically com- 
pleted. The rock underlying the site has proved to have an 
undulating surface. At the corner of Liberty and Nassau streets 
it is 87 feet below the curb. At other parts of the site it is as much 
as 11714 feet below this same curb. Owing to this condition, to 
the varying kinds of foundations which support the adjacent build- 
ings, and to the depth of the excavation, the construction of the 
foundation is considered to be one of the most difficult and exacting 
pieces of foundation engineering ever undertaken. The program 
of construction calls for the completion of foundation and excavation 
work by August, 1922, the steel framing erected to roof level by 
November, 1922, and the stonework set and building enclosed by the 
end of the year, weather permitting. It is expected the building 
will be ready for occupancy by the end of 1923. 


Cost.—On October 14, 1921, full information concerning the plans 
and cost of the building was furnished by this bank to the Federal 
Reserve Board for transmission to the Senate of the United States 
which had inquired about the amounts being expended by this 
and other Federal Reserve Banks for the erection of bank buildings. 
This information is embodied in Senate document No. 75 of the 
1st session of the 67th Congress. 


The estimate of $17,990,347 prepared in March, 1921, was 
intended to be an outside estimate for the entire building and equip- 
ment, except vault equipment. During 1921 it has been possible 
to test this estimate by the letting of a number of important con- 
tracts, with gratifying results. On work aggregating about one- 
quarter of the entire estimate a saving of 23 per cent. appears to 
have been realized. Should the present falling market continue, it 
seems assured that further substantial savings will be realized, all 
of which, under the fixed fee basis on which the work is being done, 
accrue to the bank instead of to the contractor as would be the 
case under a lump sum contract. 


The building site, containing an area of 46,084 square feet, cost 
$4,797,881.72. From this there has been charged off $1,703,831.72, 
representing the appraised value of the buildings which formerly 
occupied the site. ‘ The book vaiue of the site on December 31, 1921, 
was therefore $3,094,050.00. 
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BUFFALO BRANCH 


The operations of the Buffalo Branch, maintained to make 
the facilities of the Federal Reserve, system readily available to 
banks in the ten most western counties of New York State, showed 
a moderate but practically continuous growth during the year, 
as will be noted from the following summary of its operations. 








Currenc 

Geaneiions Checks and Transit 
for Member Loans Interest Items Handled 
and Non- Earned 


. — Number Amount 


Jan.-Mch. ...} $ 67,619,000 | $240,658,000 $472,000 | 2,127,000 | $520,244,000 
Apr.-June.... 71,165,000 | 279,962,000 515,000 | 2,342,000 537,016,000 
July-Sept.... 72,636,000 | 255,124,000 391,000 | 2,273,000 510,448,000 
Oct.—Dec 75,524,000 | 268,140,000 316,000 | 2,650,000 546,722,000 


.| $286,944,000 |$1,043,884,000 |$1,694,000 | 9,392,000 | $2,114,430,000 





The expense of operation for the year was $338,777. At the 
end of the year the branch had 3 officers and 131 employees. 


Ray M. Gidney returned to the New York Office as controller 
at large, Walter W. Schneckenburger who had been cashier was 
appointed manager of the Buffalo Branch, and H. W. Snow, Jr. was 
promoted from assistant cashier to cashier. 





iil 
FISCAL AGENCY OPERATIONS 


The duties of the Federal Reserve Bank of New York as fiscal 
agent of the United States were similar in character to those per- 
formed during 1920, but the volume of transactions was consider- 
ably reduced. The bank performed for the Government four 
major functions: 


1. The sale and redemption of Treasury certificates of indebtedness. 
2. The sale of short-term Treasury notes. 

8. The handling of Government deposits and disbursements. 

4. The exchange and conversion of Government bonds. 


The second operation, allied with the handling of certificates, 
was inaugurated in June. 


Treasury Certificates and Short-Term Notes 


As a consequence of the impending maturity in May, 1923, of 
Victory notes, the Treasury announced in April, 1921, that it would 
vary its issues of Treasury certificates from time to time with offer- 
ings of short-term notes. Pursuant to this announcement two 
series of three-year Treasury notes. were issued during the year in 
June and September. According to a statement by the Secretary 
of the Treasury, dated June 8, “The result of this and succeeding 
issues of short-term notes, and of the debt retirements which the 
Treasury expects to make from time to time out of its current 
surplus, should be to spread the 71% billions of short-dated debt, 
which is now concentrated in relatively few maturities, into a 
progressively smaller aggregate amount of better diversified ma- 
turities extending over the period from 1923 to 1928.” ‘The issues 
of three-year notes were used in part to take up maturing certificates 
of indebtedness and in part for the purchase and retirement of 
Victory notes. The issues of Treasury notes were as follows: 


- Per cent. 
oe | fotal Allot- | Ajotment of Total 
ate o Maturity Rate | mentin in Second Allotted 
Issue United District Second 
States Distict 





June 15, 1921} June 15, 1924 534 $311,191,600) $157,225,200 50.5 
Sept. 15, 1921) Sept. 15, 1924 5% 390,706,100} 146,615,100 ; 


13 
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Partly as a consequence of the policy of issuing short-term notes 
aggregating $702,000,000, the amount of certificates of indebtedness 
sold throughout the United States during 1921 was over $1,000,000,- 
000, less than in 1920 and the amount sold in the Second District 
was $500,000,000 less. The amounts are shown in the following 
table. 


Total Allotment Allotment in en 


in United Second in Second 
District District 


$3,880,570,000 $2,422,075,500 62.4 
10,742,094,000 4,091,260,000 
11,246,820,500 4,506,155,500 

3,939,832,500 1,716,680,500 

2,909,981,500 1,176,843,000 


$32,719,298,500 $13,913,014,500 


The continued increase in the investment demand for certificates 
was shared by issues of three-year notes. There was a heavy over- 
subscription of all issues and all subsequently sold in the open 
market at a premium. During the year rates of interest borne by 
the certificates were reduced through successive issues from 6 per 
cent. to 414 per cent. for the longer maturities and from 534 per 
cent. to 414 per cent. for the shorter maturities. The open market 
for certificates became increasingly independent of Reserve Bank 
support. 


The proportion of outstanding certificates held by banks con- 
tinued to diminish as the investment demand increased and the 
open market developed. In the last half of 1921 reporting member 
banks in principal cities of the district, representing about 75 per 
cent. of the banking resources of the district, held on the average 
10.5 per cent. of the total amount of certificates outstanding 
in the district, compared with 16.5 per cent. in the last half of 
1920. 


Government Deposits and Disbursements 


Banks of the district, subscribing for certificates of indebtedness 
ordinarily paid for them, as in previous years, by crediting the 
account of the Federal Reserve Bank of New York as fiscal agent 
of the United States. The privilege of payment by credit was also 
extended to the two series of Treasury notes issued during the year. 
The deposits so created bear 2 per cent. interest and are drawn down 
ratably from time to time as the Government requires the funds. 
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The smallest amount on deposit with qualified depositaries in 1921 
was $12,165,000 on June 14, and the largest $291,932,000 on June 20. 
Collateral pledged with this bank as security against such deposits 
amounted at maximum during the year to $383,872,000. As hereto- 
fore, collectors of internal revenue deposited tax receipts directly 
with this bank, which were used for the redemption of maturing 
certificates of indebtedness and other Government purposes. At 
the four tax payment periods this bank lent to the collector of 
internal revenue a staff of about 40 clerks for about 10 days to assist 
in handling income tax checks. This assistance made it possible for 
the Treasury to receive early credit for checks and save considerable 
amounts of interest. The clerks were reimbursed by the Govern- 
ment for overtime but their salaries were paid by this bank. 


The following table shows the number and amount of Govern- 
ment checks handled by this bank during the past few years, other 
than those drawn in redeeming certificates of indebtedness, and 
in the payment of coupons. 


Number Amount 


3,029,000 $1,099,458,000 
11,108,000 4,936,592,000 
12,967,000 6,805,806,000 
10,852,000 2,465,931,000 
12,488,000 1,638,094,000 


50,444,000 $16,945,881,000 


The figures for each month in 1921 are shown in the appendix, 
page 63. 


Exchange and Conversion of Government Bonds 
and Notes 


Prior to December 31, 1920, the Treasury Department had pro- 
vided permanent bonds to be exchanged for temporary bonds or 
interim certificates of all Liberty loan issues with the exception of the 
Fourth Liberty loan. Permanent bonds of that issue were ready 
on January 5, 1921, and this bank proceeded to deliver them in 
exchange for temporary bonds, as in the case of earlier issues. 
The bank also, as in previous years, conducted conversions of 
Liberty bonds and Victory notes, exchanges from one denomination 
to another, and exchanges of coupon for registered and registered 
for coupon. The extent of these transactions during 1921 appears 
from the following summary. 
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Pieces 





1921 | 1920 





Bonds and Notes received 
for conversion or ex- 


g 7,013,402 | 9,362,262 | $2,791,999,200 | $3,339,234,300 
Bondsand Notes delivered 


on conversion or ex- 
5,559,339 2,846,805,850 3,306,937,550 


14,921,601 | $5,638,805,050 | $6,646,171,850 


The bank continued to cash coupons from Government bonds, 
Federal Farm Loan bonds, War Finance Corporation bonds and 
other similar issues. The amount of such coupons aggregated 
$313,000,000 on 26,000,000 pieces during the year as compared 
with $295,000,000 on 31,000,000 pieces in 1920. The larger pay- 
ments on the smaller number of pieces reflect a reduction in the 
number of $50 and $100 bonds outstanding, as a result of exchanges 
which have been made. 


Education in Saving 


The prevalence of high interest rates during the greater part 
of 1921 rendered difficult the sale of Treasury Savings Certificates, 
and the activities of the bank in this field during the year chiefly 
took the form of an educational campaign looking toward a wide 
distribution of Government securities, including outstanding issues. 
The work was carried forward through the distribution of printed 
matter, by addresses, and by the organization of savings associa- 
tions. 
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EXHIBITS 


LETTER TITLE 


A 


B 
Cc 
D 
E 
F 
G 
H 
I 
J 
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M 


Statement of Condition 

Profit and Loss Account 

Capital Account Reconciliation ; 
Principal Assets and Liabilities each week 3 in 1921 
Rates of Discount 

Discounts and Advances 

Open Market Acceptance Purchases : 
Acceptances Rediscounted for Member Beaks 
Federal Reserve Notes 

Check Collections 

Telegraphic Transfers 

Gold Settlement Fund 

Personnel and Annual Salary Rate . 


DIAGRAMS 


NuMBER TITLE 


1 Earning Assets : 
2 Liabilities, Reserves and Suseive Ratio : 
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Exhibit A 
STATEMENT OF CONDITION 
At the Close of Business, Dec. 31, 1921, and Dec. 31, 1920 





Resources Dec. 31, 1921 Dec. 31, 1920 
Cash reserves held by this bank against its 
deposits and note circulation: 
Gold and gold certificates in vault.......... $283,141,669.40 $132,723,247.12 
Gold in the gold settlement fund lodged with 
the Treasurer of the United States for the 
urpose of settling current transactions 
etween Federal Reserve districts........ 130,058,226.99 45,901,896.46 
Galdiwithi toreiem APONCIES. 5c wee ce] ote ee esew ese 1,211,100.00 
Gold held by the Federal Reserve agent as 
ae of the collateral deposited by the 
ank when it obtains Federal Reserve 
notes. This gold is lodged partly in the 
vaults of the bank and partly with the 
Treasurer of the United States........... 653,004,078.28 254,575,330.89 
Gold redemption fund in the hands of the 
Treasurer of the United States to be used 
to redeem such Federal Reserve notes as 
are presented to the Treasury for redemp- 
MR Aie SG iat acon ustdwiatniakion> 15,000,000.00 39,000,000.00 


Legal tender notes, silver, and silver certifi- 
cates in the vaults of the bank (available 


as reserve only against deposits)......... 50,335,841.00 144,759,115.20 
WOtAl GOS TOSEPVES..... 6.5 occ cae eas $1,131,539,815.67 $618,170,689.67 
Loans and investments: 
Loans to member banks: 
On the security of obligations of the 
United SS are vase eeveneese $156,013,679.05 $454,751,722.52 
By the discount of commercial or agricul- 
tural paper or acceptances............ 53,066,308.08 416,686,474.82 
Acceptances bought in the open market..... 72,593,292.33 113,740,374.53 


United States Government bonds, notes and 
certificates of indebtedness (including cer- 
tificates securing Federal Reserve bank 
MNS Bn picce a ies Masse besser lorans lacwotelaved 103,525,400.00 61,184,305.55 





Total loans and investments (or earning 
WONMEND e iid G oid ig ve ieece'ela sre ae la ie ete $385,198,679.46 | $1,046,362,877.42 


Miscellaneous resources: 
Bank premises........ wre Tee Pee $6,647,921.86 $4,092,497.30 
5% redemption fund in the hands of the | . 
Treasurer of the United States to be used 
for redeeming such Federal Reserve bank 
notes (mostly in $1 and $2 denominations) 
as are presented to the Treasury for 
redemption. This fund may not legally 


be included in the reserves of the bank. . . 1,603,360.00 2,766,360.00 
Checks and other items in process of collection 103,362,741.74 141,346,433.94 
All other miscellaneous resources........... 2,851,848.89 1,431,316.02 


prerszeiaa rate $114,465,872.49 149,636,607.26 








ae $1,631,204,367.62 | $1,814,170,174.35 


a cecilia epee 
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Exhibit A—Continued 
STATEMENT OF CONDITION 


At the Close of Business, Dec. 31, 1921, and Dec. 31, 1920 





Liabilities 
Currency in circulation: 
Federal Reserve notes in actual circulation, 
payable on demand. These notes are 


secured in full by gold and discounted and 
PUNCHREEN DANCE v0.50 50-0 cao heen e neers 


Federal Reserve bank notes in actual circula- 
tion, payable on demand. These notes, 
mostly for $1 and $2, are secured by 
Treasury certificates issued under the 
PR URRNE I RO ob 6adc ccc eaacicca when eae 


Total currency in circulation.......... 


Deposits: 
Reserve deposits maintained by member 
banks as legal reserves against the deposits 
GE CCIE CHBUOMIOEN 66.0555. acne She ctane ars 
United States Government deposits carried 
at the Reserve Bank for current require- 
ments of the Treasury.................. 
Other deposits, including foreign deposits, 
deposits of non-member banks, etc....... 


TET MARES cso diera aga aig as obo ese 





Miscellaneous liabilities: 


Deferred items, composed mostly of uncol- 
lected checks on banks in all parts of the 
country. Such items are credited as. de- 
posits after the average time needed to 
collect them elapses, ranging from 1 to 8 


MDS sickarciera y acacia ncaa gata ce aielralne er, $83,847,856.21 $93,318,901.11 
All other miscellaneous liabilities........... 2,958,462.10 5,887,825.92 
Total miscellaneous liabilities.......... $86,806,318.31 $99,206,727.03 
Capital and surplus: 
Capital — in, equal to 3 per cent. of the ‘ 
capital and surplus of member banks. .... $27,113,850.00 $26,372,650.00 
Surplus—transferred from net : in 
past years and this year... rr 60,197,127.14 56,414,456.04 
Total capital and surplus.............. $87,310,977.14 $82,787,106.04 





TORMG ODECRON 64. «025 oicce vrace sareernnare eee 





Dec. 31, 1921 


$663,363,181.00 


20,559,200.00 


$683,922,381.00 


$726,097,832.01 


32,616,430.48 


14,450,428.68 


$773,164,691.17 


$1,631,204,367.62 


Dec. 31, 1920 


$867,480,630.00 


38,833,200.00 


$906,313,830.00 


$702,431,237.92 


11,297,895.88 


12,133,377.48 


$725,862,511.28 





$1,814,170,174.35 
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Exhibit B 
PROFIT AND LOSS ACCOUNT 
For the mes 3 ‘Years sian and — 











EARNINGS 1921 1920 








From loans to member banks and paper dis- 


PMID A ROO DGUNS 62650 a: si sin swsies ensue spies $30,762,021.40 | $419,839,182.52 
Fromacceptances\Gwned :)... 0... 0... isc uncess 1,829,665.00 8,323,050.37 


From United States Government securities 
owned, including United States Treasury cer- 
tificates which secure Federal Reserve bank 


SURRY IRIE RIONB 655, ocr sicls, arsine alas Altea 8 1,955,969.96 1,975,648.96 
Nar ols ite, crore wh dans es Oe 157,282.33 387,439.92 








in Arann Nese Me ass ves omniiew elt $34,704,938.69 | $60,525,321.77 














ree FROM EARNINGS 


For current bank operation. (The expenses for 
1921 include expenses incurred as fiscal agent 

of the United States from July 1 to December 
31, 1921. Prior to July 1, 1921, such safes 
were reimbursed by the Treasury) . SS .| $7,076,187.58 $6,350,862.58 


For Federal Reserve currency, mainly the cost of 
printing new notes to replace worn notes in cir- 
culation, and to build up supplies unissued and 











SMUD 8h Gato ak Len COIS A Tato Maia NS 1,091,591.96 648,392.46 
For self-insurance and other reserves, deprecia- 

RNIN oe ces tate nth or eh re HREM EER 443,326.95 397,936.09 

Total deductions from earnings............ $8,611,106.49 $7,397,191.13 





Net income available for dividends, addi- 
tions to surplus, and payment to the 
United States Government .............. $26,093,832.20 | $53,128,130.64 








DistRiBuTION OF Net INcoME 





In dividends paid to member banks, at the rate 
of 6 per cent. on paid-in capital .............. $1,608,721.16 $1,477,096.58 


In additions to surplus—an amount equivalent to 
the increase in the bank’s subscribed capital 
during the year, plus 10 per cent. of the remain- 
ing net income, as provided by law........... 3,782,671.10 12,332,523.41 


In payment to the United States Government, 
representing the entire net income of the bank 
after paying dividends and making additions to 
surplus. (Federal Reserve notes are not taxed, 
and this payment is in lieu of taxes on notes 
and other Federal taxes).....................| 20,702,439.94 39,318,510. 65 








Total net income distributed.............. $26,093,832.20 | $53,128,130.64 
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Exhibit C 
CAPITAL ACCOUNT RECONCILIATION 
January 1 to December 31, 1921 














CAPIDAL Pati IN: PANUARY To VO2B eon osc oi iinet de ws ebicwccins detawes $26,372,650 


SunpryY INCREASE: 


Due to increase of capital and surplus of member banks... $934,200 
Due to organization of new National banks 63,850 
Due to admission of State banks and trust companies 319,350 


1,317,400 
27,690,050 
Sunpry DEcREASE: 
Due to decrease in capital and surplus of member banks... $5,850 
Due to banks liquidating 
Due to banks withdrawing from system 


576,200 
Par 1n CapiraL DECEMBER 31, 1921 $27,113,850 
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Diagram 1 
EARNING ASSETS 


a 











PER CENT. 
100 





























DISCOUNTS COMMERCIAL PAPER 


DISCOUNTS~ U.S. OBLIGATIONS 
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Diagram 2 


LIABILITIES, RESERVES AND RESERVE RATIO 


PER CENT. 
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Exhibit F 
DISCOUNTS AND ADVANCES 
Total Made Each Month, 1921 and 1920 











1921 1920 





Month Number Number Amount 
of Items of Items 


January..............} 19,809 | $5,565,144,209.93 15,090 | $3,454,051,296.76 
21,275 5,631,398,234.04 10,884 3,798,318,694.90 
4,271,627,879.35 15,771 3,755,959,629.07 
2,469,906,248.38 11,249 3,165,858,324.82 
1,861,355,701.08 11,038 3,181,043,819.41 
1,282,758,514.96 10,858 3,425,122,639.83 
1,797,400,547.81 12,443 | 4,044,469,874.32 
1,598,703,932.16 17,149 5,091,646,803.95 
1,091,256,096.50 18,291 4,412,393,284.07 
1,564,585,700.36 16,922 4,914,285,965.04 
1,355,335,082.94 18,169 5,088,376,344.22 

10,195 2,279,517,775.01 22,598 6,207,902,171.32 


149,868 | $30,768,989,922.52 | 180,462 | $50,539,428,847.71 








Type and Maturity of Bills Held December 31, 1921 





Discounts or Discounts or 
Advances Advances Purchased 
Maturity Based on Based on Bills Total 
United States | Commercial 
Securities Paper 


Within 15 days $154,062,314.3]} $24,049,830.08] $54,354,652.37| $232,466,796.76 
16-30 days 553,639.24) = 17,525,805.78 8,365,726.52| 26,445,171.54 
31-60 days 907,049.99 7,328,738.11 8,744,074.01} 16,979,862.11 
61-90 days 490,675.51 4,125,506.37 1,128,839.43 5,745,021.31 
Over 90 days *36,427.74 36,427.74 





Total Dec. 31, 1921. .| $156,013,679.05| $53,066,308.08] $72,593,292.33] $281,673,279.46 
Average maturity in 


Total Dec. 31,1920. .| $454,751,722.52| $416,686,474.82| $113,740,374.53] $985, 178,571.87 
Average maturity in 


Total Dec. 31, 1919. .| $562,089,842.45| $228,713,445.79] $202,902,609.54| $993,705,897.78 
Average maturity in 


Total Dec. 31, 1918. .| $652,567,674.72| $44,773,780.97| $77,576,632.94| $774,918,088.63 
Average maturity in 
13 17 28 15 


*Includes agricultural paper and acceptances discounted. 
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FEDERAL RESERVE BANK OF NEW YORK 61 


Exhibit H 


ACCEPTANCES REDISCOUNTED FOR MEMBER 
BANKS IN 1921 





Distribution by Months and Classes of Bills 


Trade Acceptances 





Domestic 


Foreign 


Total 





Bankers 

Month Acceptances 
January... ... $5,535,932.27 
February..... 3,101,409.23 
March....... 2,890,144.39 
April. . 2,806,020.68 
MM ihe siee 5 3,522,830.11 
NN ote Gis 1,737,539.23 
Ra eicece: 179,549.90 
August....... 1,173,486.80 
September 35,000.00 

Gig te ec ecck nodes ueees 
November 109,471.46 
December 2,101,000.00 


Total, 1921. ./$23,192,384.07 


Total, 1920. .|$70,654,272.59 


$10,457,848.23 
6,834,285.57 
3,079,960.64 
1,423,604.27 
1,216,877.15 
1,035,028.22 
1,133,526.11 
2,497,692.74 
2,122,926.96 
1,404,684.93 
1,267,154.79 
847,717.64 





$41,564,615.02 


$33,321,307.25 





$24,755.86 
1,132.34 


45,000.00 
65,000,00 
15,000.00 


$195,888.20 
$4,690,559.33 


$16,018,536.36 
9,936,827.14 
5,970,105.03 
4,229,624.95 
4,739,707.26 
2,772,567.45 
1,358,076.01 
3,736,179.54 
2,172,926.96 
1,404,684.93 
1,421,626.25 
2,948,717.64 


$56,709,579.52 


5116,909,446.94 






















SEVENTH ANNUAL REPORT 


Exhibit I 
FEDERAL RESERVE NOTES 


Movement between Federal Reserve Bank of New York and 
other Federal Reserve Banks, 1921. 





















" Notes of Federal Reserve Bank Notes of Other Federal Reserve Banks 
of New York Shipped by 


Received from other Federal Reserve Banks Federal Reserve Bank of New York 








Amount 


To Amount 





















TR ee eee $47,671,000 Pia at ee ates $87,028,550 
Philadelphia pbc sudo 49,449,650 Philadelphia. ..... 87,221,550 
Cleveland.......... 23,621,500 Cleveland........ 63,287,300 
Richmond.......... 15,913,180 Richmond........ 33,934,300 
NO se picics 5a 19,043,900 POND <div cees 47,928,900 
Oe eee 23,694,500 CUICDBO 65. 60sec 0s 66,468,750 
PO ETI 55555. soe ys 0 6,096,980 StH cases ecs 8,132,550 
Minneapolis........ 2,408,750 Minneapolis... ... 5,776,750 
Kansas City........ 3,755,600 Kansas City...... 7,004,200 
OME ee igo oso races 5,919,850 Le eee 6,259,850 








San Francisco....... 11,560,600 S MOO. 60s 19,463,200 





pravsn<leveye $209,135,510 eeeeeeee | $432,505,900 










Issues, Retirements, and Amount Outstanding 











Total issued to the bank by the Federal Reserve Agent: 
em OA SPN RMUONININS osc 5 <a0's: wp. orate’ wie 'o 4p Si dnaid orhin-e a Oe $2,317,113,000.00 
EN cece ioe ds saslsl oats odie ONIN eras RIG) wh ee BEN 538,810,000.00 










2,855,923,000.00 
Notes unfit for circulation retired: 

BOTS 10 1920 ANCHIBIVG.....60.0 6. ose es cee $1,280,758,770.60 

MN RONEN oc 2c Sic cco s rete pie dauiearewielpsnterers 758,417,730.00 


a2,039,176,500.00 






Amount outstanding December 31, 1921 $ 816,746,500.00 






Amount outstanding December 31, 1921: 


Se NORDIN 5605) 6.05405 5 bess 4's See Oe ARRON $ 663,363,181.00 
med by Peaeral Heeerve Bank... ......00 cess scsweencs ees 153,383,319.00 










Pi ievesarern eratais sob ok emp e waee Caters oateesONN ONS Genes $ 816,746,500.00 


On December 31, 1921 the Federal Reserve Agent held 
against Federal Reserve notes: 


SitUNd UNL ROL OUR TMIIODEOD 5 5.0 ein ss avin sees a ses aanin se veeees $ 653,004,078.28 
Re Oe Tc eee a Corer 254,896,337.27 


Biola rcs ei piu ta rsa volis cco cpa einvessincaiecatils ci ain eiswereialarcners nie $ 907,900,415.55 


a Includes $215,033,000.00 of notes fit for circulation returned by the bank and by 
the United States Treasurer: 
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SEVENTH ANNUAL REPORT 
Exhibit L—Continued 
GOLD SETTLEMENT FUND 
Net Gains and Losses Each Week During 1921 for the 
Account of the Federal Reserve Bank of New York 


(Amounts in thousands of dollars) 








Wire Inter- United | 
Week Transfers bank States Other Net 
Ending | and Checks| Accommo- | Treasury | Transferred| Change Balance 
___|__Drawn dations Transfers Funds 

CS aR i eg WE Ste Me tak Me, or i le $45,902 
Jan. 7, 192 —$51,693 | :....... + $8,500 + $24,914 — $18,279 27,623 
BAsis| -— WGART | bo ccccs — 3,000 | + 8,482 — 9,945 17,678 
21....| — 50,899 | + $5,000 | + 500 + 47,798 + 2,399 20,077 
28....) — 62,155 | + 30,600 | + 15,000 | + 41,503 | + 24,948 45,025 

Feb. 4....| — 35,047 | + 25,000 | + 11,000] + 1,633] + 2,586 47,611 
a 5.3 ob BR caugadie chatecs + 1,500 — 2,839 _ 572 47,039 

18.. Oe Toca ev as + 9,000 — 3,617 + 15,782 62,821 

Ze... —= S2O0l | occ ccas + 20,000 — 3,100 — 15,751 47,070 
Weer: 28) = SBT | woe dicace + 23,000 | — 3,941 | + 17,472 54,542 
| a oe + 22,000 | — 3,132} — 6,342 48,200 
a6... ae. ee + 38,500 — 4,570} + 40,000 88,200 
re so. + 86,000 — 34,206 | + 24,098 | 112,298 
Dee. 2 BT ek cca + 47,000 — 63,943 | + 19,634 | 131,932 
8.. —=—GSPOO | oss ais + 11,000 | — 2,691 | — 75,244 56,688 

BDy. ee ee + 5,000 | — 1,576] + 5,016 61,704 

one. + 14,153 | — 10,000} — 4,000| — 1,958] — 1,805 59,899 
2t*...| — $3,383 — 2,000 | + 19,000 — 1,633 |} + 12,184 72,083 
May 4....| — 34,812 — 2,876 | + 33,500 — 3,127 — 17,315 64,768 
ae — 47,274 + 4,857 + 6,000 — 2,977 — 39,394 25,374 

18.. + 28,186 | — 7,811] ........ — 4,736 | + 15,639 41,013 
25....) + 18,342} — 7,549] + 9,000] + 4,303} + 24,096 65,109 
June 1..../ + 18,436 | — 1,001] + 29,000] + 1,351 + 47,786 | 112,895 
8.. + 6,756 + 3,832 + 28,000 — 3,512 + 35,076 147,971 

RD... + 1,467 — 7,536 | + 11,500 — 53,788 — 48,357 99,614 

Bess — 76,495 — 7,563 | +108,000 — 52,513 — 28,571 71,043 
29....] — 27,961 | — 1,839 | + 48,300} — 2,332 | + 16,168 87,211 
July 6....) —-75,734 | + 8,435 | + 14,000 _ 969 — 54,268 32,943 
RS... — 20,702 | + 528 | + 23,500 a 937 + 2,389 35,332 

20... + 5,741 = 931 — 4,500 | + 17,569 | + 17,879 53,211 
27....) + 18,902 — 6,871 + 4,000 — 2,907 + 13,124 66,335 
Aug. 3....| — 78,120 | + 391 + 10,000 | + 21,757 — 45,972 20,363 
10....] — 28,456 | + 3,837 + 11,000 | + 17,114] + 3,495 23,858 
Ras _ 633 | + 1,440] + 9,000] + 6,106 + 15,913 39,771 
24.. + 16,778 — 5,275 + 12,500 — 2,056 + 21,947 61,718 
31....| + 4,292 + 3,104] + 10,000 — 1,874] + 15,522 77,240 
Sept. 7....| — 33,713 <= (OO ccncarwn + 3,633 — 31,188 46,052 
BS... 3 — 26,050 + 1,840 + 21,000 — 4,133 — 7,343 38,709 

21.. — 81,224) + 2,235 + 160,000 — 26,844 |} + 54,167 92,876 
28....| — 33,263 | + 1,453 + 30,000 — 2,219 — 4,029 88,847 

Oct. 5....} — 71,399 | + 10,792 — 2,000} + 6,234 =~ 56,373 32,474 
ie — 16,070 — 484 — 8,500 + 34,435 + 9,381 41,855 
9... — 12,975 — 410 | + 74,000 | + 14,244] + 74,859 | 116,714 
26....| — 9,928} + 1,030 — 1,000} + 9,965} + 67 | 116,781 
Nov. 2....] — 18,891 + 14,208 | + 9,000 + 1,725 + 6,042 | 122,823 
a4 — 51,212 | + 155 | + 9,000 — 2,336 — 44,393 78,430 

16.. + 2028 | kkk + 3,500 — 48,680 — 24,855 53,575 

2 OE Nose sbipare + 4,000 — 1,694 — 8,491 45,084 
30....] + 2,919 + 5,675 + 2,000 | + 7,130 | + 17,724 62,808 
Dec. 7....| — 47,916] + 4324] ........ + 10,696 | — 32,896 29,912 
14,. — 16,724 | + 10,000 — 5,000 | + 57,210 | + 45,486 75,398 
i | Se re + 88,000 | + 53,156 | + 89,519 | 164,917 
PO.ci = SRO . ks. + 3,000 — 24,970 — 23,454 | 141,463 


*Reporting date changed. 
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Exhibit M 
PERSONNEL AND ANNUAL SALARY RATE 


Distribution by Departments, December 31, 1921 




















Salaries 
FUNCTION Men | Women| Total | (per annum 
ai ining al i __Tates)__ 
CONN re ek eka eae CLE he OHE TS 40, his 40 $509,800 
Office of Organization Counsel............ 3 3 6 ; 
Procedure Committee.................... 3 : 3 10,400 
Architectural Office. .......5..600 0c ccs: 6 2 8 25,993 
LAW FUNCTION 
egal Department 6.6.06. 6 cs ose 5's sceeoo 3 2 5 10,900 
ACCOUNTS FUNCTION 
Accounting Department............... | 105 59 164 270,900 
Methods and Supplies Department... ... 38 12 50 82,400 
ADMINISTRATION FUNCTION 
Office Service Department. . ee aa 266 112 378 513,060 
Personnel Service Department. . Bealasa rahe ier4 14 49 63 97,600 
Personnel Development Department..... 1 1 2 5,940 
CASH AND CUSTODY FUNCTION 
CASI BIGAREIONG 55.2 505.2 ce ccs. ceee hve 293 147 440 693,730 
Custody Department.................. | 74 7 81 152,640 
COLLECTION FUNCTION 
Check Department................ ee 215 374 589 690,040 
Collection Department. . Seasick aden Os 177 144 321 395,100 
Clearance Arrangements. . tae cole ree 2 eranes 2 5,720 
Northern New Jersey Clearing House 
ASMCUATN NS a nie iia b'e:ccitice coin el haekiees 2 1 3 5,660 
FOREIGN RELATIONS FUNCTION 
Foreign Department................... 6 1 7 14,800 
LOAN FUNCTION 
OOD PIGHOPUOEt. <<. 6 6 icc e essa enes ll 4 15 24,800 
Credit DGparUMGit. ... oc cc eee 27 13 40 65,060 
Discount Department................. AT 29 76 129,920 
INVESTMENT FUNCTION 
BOP IOUT NOIIG 6 cores ice sc ice vs ee ews 2 wens 2 4,800 
Securities Department................. 20 12 32 57,400 
FISCAL AGENCY FUNCTION 
Certificates of Indebtedness Department. 41 9 50 93,220 
Government Bond Department......... 93 101 194 304,240 
Government Loan Organization Depart- 
NINCMR ay ais re utc tard Ce uate SE wie de 8 10 18 29,840 
FEDERAL — AGENT’S 
FUNCTIO 
Member Bank Relations Department. . 4 2 6 18,940 
Note Issues Department............... 3 ahi 3 5,640 
Bank Examinations Department........ 10 3 13 30,200 
Statistics Department................. 32 37 69 123,180 
AUDITING FUNCTION 
Auditing Department.................. 79 17 96 192,360 
1) OE ease ee eee ee 1,625 1,151 2,776 $4,578,843 
BNR RON si radars cnorne een bet 59 72 131 $153,000 


NEURO EY ROR IE 55568 6 cba beceinces 1,684 1,223 2,907 | $4,731,843 

















